THE 



GEORGE WASHINGTON UNIVERSITY 



NAVY GRADUATE COMPTROLLERS IP PROGRAM 



UNITED STATES MARITIME POLICY 
and the 

PRINCIPLE OF CARGO PREFERENCE 



By 

William H. Braybrook 
Commander, USN 



For 



Dr. A. Rex Johnson 
May, 1956 



TABLE OF CONTENTS 



Page 



PREFACE iv 

LIST OF ILLUSTRATIONS vi 

Chapter 

I. INTRODUCTION I 

America Needs a Merchant Marine 
Why Have a Merchant Marine 
United States Maritime Policy 

II. THE MARITIME INDUSTRIES 5 



The American Merchant Fleet 
The Merchant Fleet Operators 
The Importance of the Tramps 
Cross Trade 
Ship Types 
Block Obsolescence 

III. THE HISTORY OF UNITED STATES MARITIME POLICY 

1783 to 1916 19 

The Colonial Period 
The First United States Congress 
The Repeal of the Navigation Acts 
The Civil War and After 

IV. THE MERCHANT MARINE SUBSIDIES 24 

The Construction-Differential Subsidy 
The Parity Concept 
The Results of the Program 
Current Trends 

The Operating-Differential Subsidy 
The Operation of the Subsidy Plan 
The Results of the Subsidy 
Evaluation of the Subsidy Programs 
Summary 

V. THE CONTROL OF COMPETITION AND GOVERNMENT REGULATION. . 38 

Fair Trade on the High Seas 



ii 









m 






% 



i 




i 



. > mt i 4 | > y -■ t 

. 

1 |«i|^ * * * 

ai<* «fcl ’jO »MIM gf> 



. 

- » »>. • > 

- 

' - • ■' 

{ I I ^ « » nWt *«J .**•-■ 

♦ • ’ ■ ■ 



*•»«- U H.nfltv If 

im * 4 1 i* ui • 



ill 



Page 



Conference Methods of Controlling Competition 
Governmental Investigation 
U. S. Government Regulation of Shipping 
Summary 

VI. THE RESERVATION OF COASTWIDE TRADE 46 

The Cabotage Regulations 

VII. CARGO PREFERENCE 50 

Background Information 
The Cargo Preference Act of 1954 
Opposition to the Proposed Law 
Proponents of the Amendment 
The Law Passed Without Debate 
Cargo Preference and the Agriculture Surplus 
Disposal Program 

Foreign Reaction to the 50-50 Law 
Difficulties in Administration 
What Has the Law Achieved? 

VIII. CONCLUSIONS 66 



BIBLIOGRAPHY 



70 












. 



...... 



*umt tv 

m i l» 4 « ***»j*t 

«J u » p 1 mil 1 f * 

« T*r- - ' *- 

*«|4mi mi «f **ii«*> 

«J mi »« U0 




. 






PREFACE 



The American Merchant Marine is of great Significance to the United 
States Navy in time of war. Without a sufficient number of merchant vessels 
of the proper types and characteristics, any plan for the logistic support of 
overseas forces would be doomed to failure. It is the Navy's job to shepherd 
cargo vessels to their destinations, but it is the job of the Merchant Marine 
to load, transport, and finally off-load the cargoes. 

Too few naval officers are well informed of the operations of our 
Merchant Marine. There is some misunderstanding among officers, and civilians 
alike, as to what the merchant fleet, and the maritime industries consist of; 
why they are important to the national economy as well as to the national de- 
fense; and what problems the Merchant Marine faces today. This paper is an 
attempt to explain the function of the United States-flag commercial fleet and 
to explain some important segments of our national maritime policy. 

Sooner or later, every successful naval officer will be confronted with 
the matter of dealing with the Merchant Marine, or some element of the maritime 
industry. It is important that officers have at least a general knowledge of 
this very broad subject. 

The narrative is brief and a minimum of detail has been included to des- 
cribe the most important elements of United States maritime policy. To cover 
the field extensively would be impossible in a paper of this length, for the 
marine-shipping industry is complicated and enshrouded by many layers of laws 
and regulations, and laws-within-laws, and regulations-within-regulations. An 
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industry with a history as long and as colorful as the Merchant Marine’s is 
bound to be complicated and deeply involved with laws, customs, and traditions. 

I am deeply grateful to Mr. E. Bull, Civilian Shipping Advisor to the 
Commander of the Military Sea Transportation Service and Professor of Transpor- 
tation at Georgetown University, for originally directing me toward this sub- 
ject. I am also grateful to Captain D. R. McMullen, USN, also of MSTS, for his 
wise counsel and sound advice; and to the members of the Washington staff of 
the American Merchant Marine Institute who provided me with much current data 
concerning the ocean shipping business; to Mr. E. C. Pollack, legal advisor to 
the Armed Service Petroleum Purchasing Agency; to Mr. John J. McMullen, Chief 
of the Construction and Repair Division, s^aritime Administration; and Mr. Heine 
of the Office of Ship Statistics. 

I am particularly grateful to Congressman William Maillard of California, 
and his staff, whose introduction to the permanent staff of the House Committee 
for Merchant Marine and Fisheries gave me an inside track to much valuable 
information. 



William M. Braybrook 
Commander, USN 



The George Washington University 
Washington, D. C. 

May 8, 1956 
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CHAPTER I 



INTRODUCTION 

America Needs a Prosperous Merchant Marine 

There are more merchant vessels under the United States flag than any 
other. United States seaports handle more foreign trade than do those of any 
other country. Yet the United States is not a "maritime nation" in the strict 
interpretation of the phrase. The shipbuilding and marine shipping industries 
of this country are but a small segment of our economy. "The active merchant 
fleet, presently consisting of less than one-third of the total U. S. merchant 
marine, lifts less than one-quarter of the cargo tonnage transported in the 
waterborne foreign trade of the United States. 

Despite its dwarfish size in comparison with the giant manufacturing and 
agricultural industries, this small industry draws much attention both at home 
and abroad. It has a clamorous lobby in Washington which demands much atten- 
tion from the legislative and executive branches of the government. But it is 
not entirely unfitting that this minority industry demand attention because 
America needs a robust and vigorous merchant marine. "A necessity in war, and 
a source of independence and strength in peace, the merchant fleet has been 
termed by no less an authority than President Eisenhower himself as "the fourth 

*Wytze Gorter, United States Merchant Marine Policies; Some International 
Economic Implications . (Princeton, N. J. : (Princeton University Press, 1953), 

p. 1; also, "Essays in International Finance," pamphlet, No. 23, June, 1955, 
published by Princeton Graduate "chool of Economics. 

^RADM Wra. S. Benson. The Merchant Marine. (New York: Prentice-Hall Co.. 

1923), p. 21. 
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